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University of Florida, 


“The Presideut s Message 


Upon invitation of the Bar Society 
of the First Judicial Circuit, the Board 
of Governors met in Pensacola on 
October 12th and 13th. Eighteen 
members were present, together with 
the Chairman of the Public Relations 
Committee, the Secretary, and the 
Editor of the Law Journal. The Board 
was kept busy with a full agenda. 
The Legal Institutes program was 
discussed and a necessary budget in- 
crease authorized. The matter of cer- 
tain changes in the Integration Rule 
was considered at length and the 
officers directed to file a petition in 
the Supreme Court to request ap- 
proval of such revisions. 


As will be noted elsewhere in this 
issue of the Journal, the petition for 
revision of the Integration Rule, and 
the petition for certain amendment 
in the Civil Rules, are set for argu- 
ment before the Supreme Court at 
Tallahassee on Friday, December 7th. 
The rule changes are pursuant to the 
action of the Palm Beach Convention. 
Inquiry as to details of the petitions 
may be made to the Secretary’s Office, 
Supreme Court Building Tallahassee. 

The Board of Governors authorized 
the creation of a special Committee 
on Cooperation with Realtors to work 
in conjunction with a similar com- 
mittee appointed by the Florida As- 
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of the First Judicial Circuit, the Board 
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Editor of the Law Journal. The Board 
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discussed and a necessary budget in- 
crease authorized. The matter of cer- 
tain changes in the Integration Rule 
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officers directed to file a petition in 
the Supreme Court to request ap- 
proval of such revisions. 


As will be noted elsewhere in this 
issue of the Journal, the petition for 
revision of the Integration Rule, and 
the petition for certain amendment 
in the Civil Rules, are set for argu- 
ment before the Supreme Court at 
Tallahassee on Friday, December 7th. 
The rule changes are pursuant to the 
action of the Palm Beach Convention. 
Inquiry as to details of the petitions 
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sociation of Realtors, in an effort to 
harmonize the efforts of both groups 
in those spheres of activity where 
both are interested. 

The Board was advised that under 
a change in the Constitution of the 
American Bar Association, the Flor- 
ida Bar would be entitled to two 
more members in the House of Dele- 
gates. As soon as the Credentials 
Committee of the American Bar As- 
sociation has completed the details 
of executing the amendment, the 
Board will take necessary interim 
action thereon, if such is required 
prior to our State Convention in June. 

Additional Circuit Grievance Com- 
mittees were appointed in the Sixth 
and Seventh Circuits. The geograph- 
ical condition of these Circuits had 
made difficult administration of 
grievance affairs by one committee. 
The Board considered twelve griev- 
ance reports, held five personal inter- 
views, and appointed members to act 
for the Bar in pending cases. 

An interim progress report on the 
1952 Convention was made by Darrey 
Davis, and a Convention Committee 
was appointed. As soon as definite 
Convention plans are formed, full 
announcement will be made through 
the pages of the Journal. 


Extended consideration and discus- 
sions were devoted to the support by 
the Bar of the proposed Constitu- 
tional Amendment relating to the Su- 
preme Court. The Bar endorsed the 
Amendment in the 1951 Convention, 
sponsored it in the Legislature, and 
has the duty to see that it is ex- 
plained as fully as possible to the 
electorate of the State prior to the 
1952 General Election. Elsewhere in 
the Journal will appear details of 
action taken by the Board. 


It was determined to hold the next 
meeting of the Board of Governors 
on January 18, 1952, in Jacksonville. 


The Board and officers were de- 
lightfully entertained at luncheon at 
the U. S. Naval Air Station in Pensa- 
cola, by the firm of Yonge, Beggs & 
Lane, and were guests at the banquet 
of the Bar Society of the First Cir- 
cuit. The warm and gracious hospi- 
tality of the Pensacola and Circuit 
Bar will be long remembered by your 
officers and Board. A most successful 
Legal Institute was held on Saturday, 
October 13th, and concluded the joint 
meeting in Pensacola. 


JOHN M. ALLISON, 
President. 


NOTICE 


TO: ALL MEMBERS OF THE FLORIDA BAR 


A Petition for the Amendment of certain of the Florida 
Common Law Rules, which said Amendments were approved 
by the members of the Florida Bar in Convention at Palm 
Beach, Florida, will be presented to the Supreme Court of 
Florida, on the 7th day of December, A. D. 1951. 


WILLIAM H. DIAL, Chairman 
Committee on Rules of Civil Procedure 
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CAN A LAWSUIT BE “OVERTRIED’’? 
JUDGE MEDINA ANSWERS THE QUESTION. 


By HERBERT U. FEIBELMAN of the Miami Bar 


Floridians who attended the Sev- 
enty-Fourth Annual Convention of the 
American Bar Association and heard 
the address of United States Circuit 
Judge Harold R. Medina, at the an- 
nual dinner for the Judiciary of the 
United States, will give deep con- 
sideration to the views of this great 
jurist. His address, giving his appre- 
ciation of his experiences during four 
years on the district court bench, his 
unfailing sense of humor, and his 
realistic approach to the task of ad- 
ministering calm, even-handed justice, 
made every lawyer present on this 
memorable occasion an admirer of 
Judge Medina. 


Recently, according to the New York 
Times, he adverted to the needless 
length of trials and needless prepara- 
tion therefor. 

“T have come to the deliberate con- 
clusion,” he said to the lawyers in a 
case before him, “that in many cases 
Government counsel overtry their 
cases. It is one of the abuses that 
has made the functioning of the 
judicial establishment of the Federal 
Government exceedingly difficult in 
recent years, and it is getting to the 
point where many of the criminal 
cases, and many of the civil cases, 
go on month after month. And it 
seems to me that it is high time for 
somebody to do something about it, 
and I intend to be the one.” 


Throughout the Government’s in- 
vestment banking anti-trust suit, in 
New York recently Judge Medina ex- 
pressed dissatisfaction with the build- 
up of the Government’s case by docu- 
mentation and suggested that “live 
witnesses” be made to take the stand. 
According to the New York Times, 
in a colloquy with Government coun- 
sel, the judge asked: “You are going 
to put a man on that I can look in 
the eye?” 

“Oh, no, your honor.” 


“More depositions?” inquired the 
judge. 

“And documents, yes, sir,” came the 
reply. 

The judge then said: “Someday I 
hope to see a man sitting there that 
I can listen to and ask questions of, 
and watch him and tell whether I 
believe him or not.” 

The judge’s pungent commentaries, 
according to Paul Heffernan, staff 
writer of the Times, have been mostly 
at the expense of Government coun- 
sel, who have been engaged in pre- 
senting the anti-trust division’s side 
of the case. 

Judge Medina ruled in this case 
that no evidence antedating 1935 
would be admissible. It appears that 
the effect of the ruling will be to 
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speed the trial, which is now in its 
ninth month after three years of 
preliminary documentation and depo- 
sition-taking. Of about 4,000 docu- 
ments accumulated by the Govern- 
ment as evidence, possible more than 
1,000 may be banned by the ruling. 


Mr. Heffernan has deducted that 
the ruling will be a set-back for the 
Government, but only to the extent 
that the Department of Justice’s law- 
yers will be unable to weave out 
what they regard as the full design 
of a monopoly going back to 1915. 
The Government must now show that 
the defendants were parties to an 
agreement to conspire or to engage 
in unreasonable restraint of trade 
during the twelve years prior to filing 
the suit in 1947. 


According to Judge Medina, the 
ruling cannot prejudice the Govern- 
ment’s case. “If it takes seventeen 
years to prove a conspiracy,” he said, 
“and if you cannot prove it without 
going back before then, there is some- 
thing queer about it.” 


“When I was first assigned to this 
case,” the judge said, ‘“‘There was talk 
of it being a case of such complexity 
that the trial would take some four 
years. My immediate reaction was that 
there did not exist a case that could 
possibly take four years; that if it 
had such complexity and such extent, 
that would be pretty good evidence 
that it was not the sort of a case 
that ought to come up in the court 
at all.” 
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NOTICE 


Pursuant to Article XII of the integration rule adopted by the Supreme 
Court of Florida March 4, 1950, notice is hereby given that the Board of 
Governors has authorized and directed, and there has been filed, a petition 
in said Supreme Court, seeking approval of an amendment to said integra- 
tion rule in the following particular: 

Amend Article I to read: 


The name of the association shall be THE FLORIDA BAR. 
Article II, add a new paragraph to be numbered 3, as follows: 


Members of the faculty of colleges of law in the State of 
Florida which are approved by the American Bar Associa- 
tion, and which faculty members are members in good 
standing of the bar of the District of Columbia, or of a 
state or territory of the United States, or of a foreign nation, 
but not admitted to the bar of Florida, may become associate 
members of the Florida Bar upon payment of the annual 
dues charged active and inactive members, but they shall 
not be eligible to vote or hold office in the Bar. 


Revise Section 1 of Article XI so as to restrict the use of the word 
“complaint” to the written complaint which is filed after a finding of the 
Board of Governors that an attorney has been guilty of unprofessional con- 
duct; and further to revise said section so as to empower a grievance com- 
mittee to dismiss a frivolous charge without submitting a report thereon 
to the Board of Governors. 

This notice is published in The Florida Law Journal not less than 
twenty days prior to hearing upon said petition, now set by the Supreme 
Court of Florida to be held on the 7th day of December, 1951, at 9:30 
A. M., o'clock, in the Supreme Court room, Tallahassee, Florida. A copy of 
said petition may be obtained from the Secretary of The Florida Bar, 
Tallahassee, Florida. 

By order of the Board of Governors of The Florida Bar. 

JOHN M. ALLISON, President 
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THE EXCESS PROFITS ACT OF 1950 


By WILLIAM R. FRAZIER of the Jacksonville Bar* 


The Excess Profits Act of 1950, 
which became a law on January 3, 
1951, scarcely a month after its initial 
introduction in the House of Repre- 
sentatives, is beyond a doubt one of 
the most detailed and complicated 
statutes ever enacted by Congress. 
This complexity results largely from 
an effort on the part of the draftsmen 
of the statute to effectuate as equita- 
ble and fair an excess profits tax 
commensurate with Congressional 
aims as possible, and to eliminate 
many of the weaknesses and injustices 
of the World War I and II excess 
profits taxes. The excess profits tax 
is exclusively concerned with the tax- 
ation of corporations, or associations 
taxable as corporations, and not in- 
dividuals, partnerships, trusts or 
estates. 

As set forth in the report! of the 
House Ways and Means Committee, 
the Bill provides for raising revenue 
by levying a tax at the rate of 30% 
on corporate earnings above a normal 
credit allowed retroactive to July 1, 
1950, pursuant to a self imposed man- 
date contained in Section 701 (a) of 
the Revenue Act of 1950.2 The excess 
profits tax has been passed for two 
primary reasons: First, to satisfy the 
need for increased governmental rev- 
enue resulting from the Korean War; 
and secondly, to eliminate to some ex- 
tent profits arising from such war and 
the defense efforts generally. 

There have been a number of excess 
profits tax statutes enacted in the past 
in the United States. The first of such 
laws in this country was passed by 
the State of Georgia in 1863. It was a 
Civil War revenue-raising measure 
which was designed to tax as excess 
profits all net profits of corporations 
above a specified percentage return 
on their capital stock. World War I 
saw the eventual introduction of an 
excess profits tax which served as 
the basis of both the World War II 
and present excess profits acts. We 
have also had more limited types of 
excess profits taxes in periods of 


*William R. Frazier is a native of Jackson- 
ville, Florida, and a graduate of the University 
of Florida, where he received his A.B. and 
L.L.B. degrees. He also holds a Master of Laws 
Degree in Taxation from the New York Uni- 
versity School of Law. Since graduating from 
New York University in 1949, he has been en- 
gaged in the practice of law associated with 
James P. Hill in Jacksonville, Florida. Mr. 
Frazier is also a member of the Tax Section of 
the American Bar Association. 


peace. As a part of the National Re- 
covery Act of 1933, a corporation was 
subject to a tax of either $1.00 per 
$1,000 valuation of the adjusted de- 
clared value of its capital stock, or a 
5% excess profits tax on all earnings 
in excess of 1242% of such valuation. 
There have also been excess profits 
taxes levied against selected groups 
of taxpayers. An example of this type 
of statute is the Vinson-Trammell Act 
of 1934, which placed a limit on the 
profits from contracts for munitions. 

The present excess profits tax is the 
second step in financing the expand- 
ing military program resulting from 
the Korean War. The first such step 
was taken in the Revenue Act of 1950, 
wherein both corporate and individual 
taxes were increased, so as to pro- 
“1. H. R. Rep. No. 3142, 81st Cong., 2d 

Sess. 1 (1950). 

2. Section 701 (a) of the Revenue Act 
of 1950 provided as follows: 

The House Committee on Ways 
and Means and the Senate Commit- 
tee on Finance are hereby directed 
to report to the respective Houses of 
Congress a bill for raising revenue 
by levying, collection and payment 
of corporate excess profits taxes with 
retroactive effect to October 1, or 
July 1, 1950, said bill to originate as 
required by article I, section 7, of the 
Constitution. Said bill shall be re- 
ported as early as practicable during 
the Eighty-first Congress after No- 
vember 15, 1950, if the Congress is 
in session in 1950 after such date; 
and if the Congress is not in session 
in 1950 after November 15, 1950, said 
bill shall be reported during the first 
session of the Eighty-second Con- 
gress, and as early as practicable 
during said session. 

3. The third step is the proposed Rev- 
enue Bill of 1951 (H.R. 4473) passed 
by the House on June 18, 1951, and 
at the time of this writing pending 


— the Senate Finance Commit- 
e. 
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vide an estimated increase in revenue 
of 414 billion dollars per annum. It is 
estimated that the excess profits tax 
will raise approximately 3 billion dol- 
lars annually under the level of cor- 
porate profits existing in 1950, and 
perhaps as much as 4.6 billion dollars 
under the level of profits which are 
expected during 1951. Also due to the 
fact that commitments and obligations 
for military procurement are now be- 
ing made at a rate considerably in 
excess of current expenditures, such 
expenditures for the years subsequent 
to 1951 are expected to be substan- 
tially above current levels. 


Theoretically, at least, the main ob- 
jective in imposing an excess profits 
tax is to tax corporate profits which 
are the direct result of the increased 
tempo of business resulting from the 
war effort. It was apparently felt that 
to simply increase the ordinary cor- 
porate income tax, in lieu of an excess 
profits tax, would create unusual hard- 
ship for corporations not realizing 
profits directly from defense spending. 

Although the present excess profits 
act terminates on July 1, 1953, the 
reasonable prospects are that an ex- 
cess profits tax in one form or another 
will remain in effect as an integral 
part of our federal tax system, so long 
as international tension requires large 
expenditures for armaments. For this 
reason, members of the Bar must be 
conversant with the rudimentary 
structure of the excess profits act, and 
always on the alert for permissible 
ways to minimize the impact of this 
tax in handling ordinary business 
transactions for corporate clients. 

The following material will be de- 
voted to an effort to provide a con- 
venient guide to the basic structure 
of this statute, combined with a gen- 
eral analysis of those parts of the 
Act which, because of their wide- 
spread application, will most likely 
confront members of the Florida Bar 
in their everyday office practice. 


Basic Pattern and Rates 


The excess profits tax is in reality 
nothing more than an additional in- 
come tax levied on a part of a corpora- 


tion’s ordinary income. Basically, the 
excess profits tax operates as follows: 

The point of beginning is the cor- 
poration’s ordinary normal tax net 
income before the application of any 
net operating loss carry over to which 
certain adjustments are made. The 
most common of these adjustments 
are the elimination of dividend in- 
come, exclusion of capital gains and 
losses, elimination of income and de- 
ductions on account of bond retire- 
ment, and elimination of recovery of 
1940-1945 bad debts. The net result 
of these adjustments gives rise to the 
excess profits net income. From the 
excess profits tax net income is then 
subtracted the excess profits credit. 
The excess profits credit is designed 
to represent a figure approximating 
the equivalent of what the normal 
earnings of the corporations would 
have been without the impact of the 
war economy; and, in effect, to except 
such income from excess profits tax. 
Corporations are permitted to choose 
one of three possible methods of com- 
puting their excess profits credit, 
whichever results in the lesser tax. 
The three methods are based upon the 
average earnings of the corporation 
between January 1, 1946 and Decem- 
ber 31, 1949, invested capital, and 
historical invested capital. In addi- 
tion, the corporation may deduct from 
its excess profits net income any part 
of its excess profits credit which was 
unused in a preceding taxable year, 
because its excess profits net income 
was less than its credit for that year. 
Finally, after deducting the excess 
profits credit and the unused credit, 
if any, from the excess profits net 
income; the balance remaining con- 
stitutes the adjusted excess profits 
net income, the base to which the 
excess profits tax rate of 30% is 
applied. 

Section 201 of the Excess Profits 
Act of 1950 raised the ordinary cor- 
porate tax rate from 20% to 22% on 
net income in excess of $25,000.00 for 
taxable years beginning after June 
30, 1950. There was no proportionate 
increase for fiscal year taxpayers with 
fiscal years ending before and after 
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such date. Thus the combination of 
the excess profits tax rate of 30% and 
the normal-surtax rate of 47% creates 
a maximum bracket of 77% for cor- 
porate earnings above $25,000.00 per 
annum. The combined normal tax, sur- 
tax and excess profits tax is limited, 
however, to 62% of the corporation’s 
excess profits net income.* These ef- 
fective rates are fully applicable to 
all taxable years beginning after June 
30, 1950. For taxable years beginning 
before and ending after that date, the 
excess profits tax is apportioned on a 
daily basis.° 

Schedule N of Form 1120 (the ordi- 
nary corporate income tax return) 
provides a simplified calculation to 
determine whether or not the com- 
plete excess profits return, Schedule 
EP (Form 1120) must be filed. In the 
event the calculation set forth on 
Schedule N indicates an adjusted net 
income of less than $25,000.00, it is 
unnecessary to file the complete and 
infinitely more complicated excess 
profits schedule upon which the excess 
profits tax would otherwise be com- 
puted. 


Excess Profits Net Income 


As mentioned above, the excess 
profits tax for a given year is im- 
posed upon the adjusted excess profits 
net income which is the excess profits 
net income less the excess. profits 
credit and the unused excess profits 
credit.6 Therefore, the initial consid- 
eration and starting point in the com- 
putation of a corporation’s excess 
profits tax lability is the determina- 
tion of its excess profits net income. 
First the normal tax net income be- 
fore the application of any net op- 
erating loss is taken as found on line 
32 of Form 1120. The normal tax net 
income is then increased or decreased 
by numerous specified adjustments set 
forth in detail in Section 433(a) (1) 
(A) to (Q), inclusive, of the Internal 
Revenue Code. 

One of the most important of these 
adjustments made to normal tax net 
income is the exclusion of all capital 
gain and losses, both long and short 
term. The act in force during World 


War II excluded only long term gains. 
The result of this adjustment is that 
capital gains are not taxed for excess 
profits tax purposes, and capital losses 
must be added back. 

Another income adjustment of prime 
importance is the allowance of a full 
100% credit for dividends received 
from domestic corporations, except 
that no credit is allowed for dividends 
received from foreign personal hold- 
ing companies and dividends received 
on stock which is not a capital asset 
of the taxpayer. The ultimate effect 
of this adjustment is to exempt from 
excess profits tax dividends received, 
except in the situations noted. The 
new act, unlike the World War II 
statute, restricts the credit for divi- 
dends in kind to the adjusted basis 
of distributed property in the hands 
of the declaring corporation. This re- 
quirement was apparently designed 
to conform the treatment of dividends 
in kind with the treatment under the 
corporate normal and surtax revision 
of Section 122 of the Revenue Act 
of 1950. 

There are a number of other ad- 
justments designed to adjust the nor- 
mal tax net income of specific types 
or categories of taxpaying corpora- 
tions, such, for example, as the elimi- 
nation of income and deductions upon 
bond retirement, elimination of re- 
coveries of 1940-1945 bad debts, and 
foreign income blocked in prior years. 
Also a net operating loss carry over 
from the base period otherwise not 
absorbed by income of such _ prior 
years may be carried forward to the 
years 1950 and 1951 for excess profits 
purposes, providing the taxpaying 
corporation computes its excess profits 
credit under the income method, or 
under the historical invested capita) 
method, and elects to take advantage 
of the benefits of this relief on its 
first excess profits tax return. 

Many of the adjustments to normal 
tax net income may be found by re- 


4. Section 121 of the proposed Revenue 
Bill of 1951 would raise the ceiling 
rate from 62% to 70%. 

5. Section 430 Int. Rev. Code. 

6. Section 431 Int. Rev. Code. 
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ferring to prior income tax returns 
of the corporation, but a great many 
require a detailed accounting analysis 
of the books and records of the cor- 
poration. The excess profits tax re- 
turn, Schedule EP (Form 1120), be- 
ginning at line 2, page 1, and continu- 
ing through line 22 gives a compre- 
hensive list of the various adjust- 
ments required to convert normal tax 
net income to excess profits net in- 
come. Once the excess profits net in- 
come is found, the remaining prob- 
lem is that of determining and select- 
ing the appropriate excess profits 
credit which will precipitate the 
minimum resultant excess profits tax 
liability for the corporation. 
Excess Profits Credit 

Domestic corporations are entitled 
at their election to utilize an excess 
profits credit based upon income, or 
a credit based upon invested capital, 
whichever results in the lesser tax. 
The Act further provided a minimum 
credit of $25,000.00 regardless of the 
method used in computing the excess 
profits credit.7 The present act does 
not provide for a specific exemption 
of $10,000.00 to all taxpayers as under 
the prior law. Therefore under the 
new act, if a corporation’s credit is 
$25,000.00, the entire net income over 
and above the amount of such credit 
is subject to excess profits tax. 

Credit Based on Income 

A domestic corporation using the 
excess profits credit based upon in- 
come will compute its credit by con- 
sidering the following factors: Its 
average base period earnings, in- 
creases, if any, in equity or borrowed 
capital during the base period, and 
net additions or reductions of equity 
or borrowed capital after the base 
period. The first step is to calculate 
total base period earnings and net 
capital additions, if any. From such 
amount there is first subtracted any 
amounts consisting of net reductions 
in equity or borrowed capital after 
the base period years. Net capital 
reductions occurring during the base 
period years are considered as zero. 
Therefore, capital charges during the 


base period years can only operate to 
increase the excess profits credit, 
since net capital reductions in such 
years will not reduce the excess prof- 
its credit. 

Mathematically, a domestic corpor- 
ation will compute its excess profits 
credit based on income by determin- 
ing the net sum of the following 
items: 


(1) 
(2) 


85% of the average base pe- 
riod net income; 

Plus 12% of the amount al- 
lowed for increase in capital 
during the last two years of 
the base period; 

Plus 12% of the net capital 
additions after the base pe- 
riod; 

Less 12% of the net capital 
reductions, if any, after the 
base period. 

Calendar year taxpayers utilize a 
base period of 48 months during 1946 
through 1949, inclusive. The average 
base period net income is computed 
by averaging the 36 most profitable 
of these months. A deficit month, or 
a month during which the corporation 
was not in existence, is counted as 
zero. After eliminating the 12 con- 
secutive months of lowest earnings, 
the total of the remaining months is 
divided by 3 to determine the average 
base period net income. 

For corporations with fiscal years 
ending on January 31, February 28, 
or March 31, the base period is the 
4-year interval ending with the close 
of the fiscal year ending in 1950. Cor- 
porations with fiscal years ending 
after March and before December, 
1950, must in effect reconstruct a 
calendar year base period. The pur- 
pose of forcing these corporations to 
reconstruct their base period income 
is to minimize the effect of the Korean 


(3) 


(4) 


7. The Revenue Bill of 1951 as passed 
by the House would deny the $25,- 
000.00 credit to related corporations 
in the same controlled group or 
owned by the same individual or a 
small group of individuals in the 
same proportions. This provision was 
drafted to minimize the tax advan- 
tages gained from corporate split- 
ups. 
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hostilities upon their base period net 
income. In computing average base 
period earnings, the corporate normal 
tax net income is adjusted for cer- 
tain types of non-recurring income 
and the elimination of certain deduc- 
tions taken for income tax purposes 
in the base period years. These ad- 
justments are quite similar to those 
discussed before, which are made to 
normal tax net income of the current 
excess profits tax year in determin- 
ing the corporation’s excess profits 
net income. Among these adjustments 
are the elimination of gains and losses 
from the sale or exchange of capital 
assets, the elimination of net losses 
realized in Section 117 (j) transac- 
tions, and income arising from the 
retirement or purchase at less than 
issue price of bonds and other evi- 
dences of indebtedness outstanding 
for more than 6 months. In addition, 
full credit is allowed for dividends 
received, and net operating loss de- 
ductions are added back. Loss years 
are counted as zero.*® 


A very important feature of the 
Act is that the average earnings credit 
is increased by reason of increases 
in equity or borrowed capital during 
the two taxable years preceding the 
first excess profits year under Sec- 
tion 485(a) and (f) of the Internal 
Revenue Code. This adjustment was 
enacted in an attempt to place cor- 
porations whose investment was made 
late in the base period on a compar- 
able basis with corporations whose 
investment was made prior to or in 
the beginning of the base period. 
Apparently it was felt that early 
investment would be more readily re- 
flected in the base period net income; 
whereas, the later investment would 
not be reflected to such great extent, 
if at all, in base period earnings. 


This increase is 12% of the net 
capital additions. The method of com- 
puting the net capital additions is set 
forth in Schedule EP-2(A) of Sched- 
ule EP, Form 1120. In general, the 
method prescribed by the Act is to 
compare the yearly base period cap- 
ital for the first excess profits year 


with that of the first and second pre- 
ceding taxable years. When the addi- 
tional investment consists of equity 
capital, including retained earnings, 
the base period credit is in effect 
increased by 12% of such investment. 
On the other hand, when the increase 
consists of borrowed capital, only 
three-fourths of such capital is count- 
ed. No adjustment is required if there 
has in effect been a decrease in cap- 
ital during the base period so as to 
force a reduction of the credit other- 
wise available. 

This favorable adjustment is not 
available to a corporation utilizing the 
growth formula discussed below, or 
other of the special average earnings 
methods for computing its excess 
profits credit. The foregoing adjust- 
ment applies only to capital increases 
occurring prior to the first excess 
profits year. 

There is a further adjustment of 
the average earnings credit to reflect 
net additions to capital and net re- 
ductions therein during the current 
excess profits year. The credit is in- 
creased as well as decreased by 12% 
of the net capital additions, or net 
capital reductions in accordance with 
Section 435(a) and (g) of the Internal 
Revenue Code. Schedule EP-2(B) of 
EP, Form 1120, provides the form to 
be used in computing the capital ad- 
ditions or reductions during the tax- 
able year in computing the income 
credit. Such additions and reductions 
are figured on a daily basis. The cap- 
ital additions consist principally of 
capital paid in for stock, and retained 
earnings prior to the taxable year, 
and 75% of the increase in borrowed 
capital of the tax year over the bor- 
rowed capital in the beginning of 
the first excess profits year. Con- 
versely, capital reductions are made 
for distributions not out of earnings 
and profits, which constitute capital 
distributions during the taxable year, 
and for prior reductions in equity or 
borrowed capital. 

These adjustments are also affected 


8. See section 433 (b) Int. Rev. Code 
for all of these adjustments. 
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by any increase or decrease in ad- 
missible assets. Section 440(a)(1) of 
the Internal Revenue Code defines an 
inadmissible asset to mean generally 
stock in a corporation and any obli- 
gation described in Section 22(b) (4), 
which is excluded from income or 
allowed as a credit against taxable 
net income. 


Credit Based on Invested Capital 


Corporations under the Act may elect 
to compute their excess profits credit 
on the basis of invested capital in 
the event such credit creates a lesser 
tax for the year. Under the invested 
capital method, there are two fur- 
ther breakdowns, namely, the asset 
method and the historical method, 
whichever is more advantageous to 
the taxpayer. Schedule EP-4 of Sched- 
ule EP (Form 1120) is used in com- 
puting the invested capital credit. 

The excess profits credit based on 
invested capital is 12% of the first 
five million dollars of invested cap- 
ital, 10° of the next five million dol- 
lars and 8% of any excess. To the 
extent that invested capital qualified 
as new capital, the credit is a straight 
12%, regardless of amount. To de- 
termine the amount of invested cap- 
ital to which the above rates of re- 
turn are applied is the heart of com- 
puting the credit under this method. 
Invested capital is computed either 
under the asset method or the his- 
torical capital method. Under the 
asset method, the invested capital for 
any year consists in general of the 
sum of: 


(1) The excess at the beginning 
of the year of the total assets held 
in good faith for business purposes 
over liabilities; 

(2) Plus 75% of average borrowed 
capital for the year end; 

(3) And the recent loss adjust- 
ment.® 

This sum is increased by the amount 
of capital contributed during the tax- 
able year, and is diminished to the 
extent of any distribution made dur- 
ing the year not out of earnings and 
profits of the taxable year. 


Borrowed capital is taken into ac- 
count at the rate of 75% of the 
amount of outstanding indebtedness 
incurred in good faith for purposes 
of the business. To avoid duplication 
of benefits, the excess profits net in- 
come is increased by 75% of the in- 
terest deduction which can be traced 
to borrowed capital.!? 


The historical method is a counter- 
part of the World War II Act. It in- 
cludes all net capital paid in since 
the corporation was organized, plus 
the accumulated earnings and profits 
of the corporation as of the begin- 
ning of the then current taxable year 
and 75% of average borrowed capital, 
also as of the current tax year. The 
major difference between the his- 
torical capital and the assets method 
of computing the invested capital 
credit involves the treatment of defi- 
cits. In substance, corporations with 
recent losses are treated more favor- 
ably under the asset method than 
under the historical method; whereas, 
corporations with net deficiencies 
over their entire existence are given 
relatively more favorable treatment 
under the historical capital approach. 


Under either method, the credit is 
reduced by the ratio of inadmissible 
assets to total assets.!! A corporation 
is required to use the asset approach 
in computing its invested capital 
credit, unless it elects the historical 
capital approach on its return for the 
current taxable year, and once such 
election is made, it is irrevocable for 
such year. 


9. The recent loss adjustment found in 
section 437 (f) is new and was not 
incorporated in the World War II 
Act. Under the prior Act an operat- 
ing deficit over the entire life of the 
corporation did not reduce its origi- 
nal invested capital. Under the pres- 
ent Act only “recent” losses may be 
restored. 

10. Section 433 (a) (1) (N) Int. Rev. Code. 
A similar adjustment is required by 
reason of interest attributable to an 
increase in borrowed capital taken 
into account in computing an excess 
profits credit based on income. 

11. Section 436 (a) and 440 Int. Rev. 
Code. 
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Unused Excess Profits Credit 
Adjustment 

As outlined above, a corporate tax- 
payer’s adjusted excess profits net 
income, the basis to which the excess 
profits rate of 30% is applied, is 
computed by subtracting from its ex- 
cess profits net income, the sum of the 
excess profits credit computed under 
the average earnings method or the 
invested capital method, and the 
amount of any unused excess profits 
credit. The minimum credit is $25,- 
000.00, so that in the event the sum 
of the credit for the current year 
and unused credit, if any, is less than 
$25,000.00, such amount can be raised 
automatically to $25,000.00. 

It may well happen that in a given 
excess profits year, a corporation’s 
excess profits credit will exceed its 
excess profits net income, and thus a 
part of such credit to the extent of 
the difference will not be utilized. In 
this event, (but without regard to the 
$25,000.00 minimum credit) Section 
432 of the Code provides the unused 
excess profits credit adjustment, 
which permits an averaging of any 
unused credit over a period of seven 
years. 


The unused portion of the credit 
may be carried back one year and 
carried forward for the five succeed- 
ing years, as in the case of a net op- 
erating loss carry-back and carry- 
forward. For a taxable year ending 
subsequent to July 1, 1950, any un- 
used excess profits credit for such 
year can be carried forward to the 
next five taxable years until wholly 
eliminated, thus effectuating a _ re- 
duction of the excess profits tax lia- 
bility for any of such succeeding tax- 
able years to which this adjustment 
is applicable. 


Relief Provisions 

The relief provisions of the Excess 
Profits Act of 1950 are in general 
patterned after the several of such 
provisions appearing in the World 
War II Act. These provisions are 
considered to be the chief source of 
complexity in the statute, and will 


probably give rise to a greater part 
of the tax litigation arising from its 
administration. 


The Growth Formula 


The growth formula can be used 
by an eligible corporation in the com- 
putation of its excess profits eredit 
under the income method. Such a cor- 
poration may use several alternate 
methods in computing its income 
credit in lieu of basing it upon 
average net income for the period 
1946 through 1949. This relief pro- 
vision is designed to aid corporations 
experiencing unusual growth during 
the four base period years, such, for 
example, as the television industry 
and others selling new products. 

To meet the tests for eligibility 
under the first alternative method 
available, the corporation must have 
been in business before the beginning 
of its first base period year; that is, 
a calendar year taxpayer must have 
been in business on or before Decem- 
ber 31, 1945. Furthermore, its total 
assets and those of its affiliates at 
the beginning of its base period must 
not have been in excess of twenty mil- 
lion dollars, and one of the following 
conditions must exist: 

(1) The corporation’s total pay- 
roll for the last half of its base per- 
iod must have exceeded its payroll for 
the first half by at least 30%, or, 

(2) The corporation’s gross re- 
ceipts for the last half of its base 
period must have exceeded its gross 
receipts for the first half by at least 
50%. 

To meet the tests for eligibility un- 
der the second alternative method, 
the corporation must meet all of the 
following three requisites: 

(1) The taxpayer’s net sales for 
the period January 1 through June 30, 
1950, when multiplied by two must 
have been 150% or more of its average 
net sales in the calendar years 1946 
and 1947. 

(2) Forty percent or more of the 


taxpayer’s net sales for the calendar 
year 1950 must have been attributable 
(Continued on Page 305) 
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Nominations for The Supreme Court 


The Florida Bar, at its annual convention in Palm Beach in March, 1951, 
unanimously approved an amendment to the Judiciary Article of the Constitution, 
which among other revisions, increased the membership of the Supreme Court. 


The 1951 Legislature submitted such amendment to the electorate in the 
General Election of 1952. 


Pursuant to the action of the Convention, the Board of Governors of the 
Florida Bar has launched a plan affording every member of the Bar opportunity 
to participate in nominations for consideration for the three vacancies on the 
Supreme Court when the Judiciary Article amendment is ratified. 


A nominating poll will be made of the entire membership of the Florida Bar. 
A ballot form for your convenience in making nominations is printed on the 
opposite page, so that it may be clipped without interfering with the consecutive 
page numbers of the Florida Law Journal. When you have filled in the ballot, it 
should be clipped and mailed to the Secretary of the Florida Bar, Box 1226, 
Tallahassee, Fla. 


The poll is an experiment, and no one can predict what results may be obtained. 
Possibly, for various reasons, an inadequate number of nominations may result. 
Consequently, the Board of Governors has not yet formulated final plans for 
concluding the handling of the results. Decisions on such plans will be made by the 
Board at its Jacksonville meeting late in January, and will be communicated to 
the Bar. 


In deciding upon this poll, the Board of Governors considered it the duty of the 
Bar, when the amendment is ratified, to present to the Governor for consideration 
a representative list of persons qualified for appointment. In order to have such 
list fairly and impartially compiled the Board feels that every member of the Bar 
should have the opportunity to be considered and to offer nominations for 
consideration. 


Members of the Board of Governors and officers of the Florida Bar are not 
eligible for nomination or appointment. 


Nominations must be sent to the Florida Bar, the Supreme Court Building, 
Tallahassee, to arrive there not later than January 10, 1952, for tabulation. 


The Florida Bar 


TO THE 
BOARD OF GOVERNORS: 


I hereby nominate the following persons from my Cireuit for consideration 
and recommendation to the Governor for appointment to the three potential 
vacancies on the Supreme Court of Florida: 


Signed 
Member, The Florida Bar 


_ Cireuit 
(insert) 
DIRECTIONS 
(a) Nominate not more than 3 persons FROM YOUR CIRCUIT. 
(b) Mail this Ballot by not later than January 10, 1952, to 


Miss Sallye E. Cooksey, Secy. 
The Florida Bar 

Supreme Court Building 
Tallahassee, Florida 


(c) NOTE: Members of the Board of Governors and officers of The 
Florida Bar are not eligible for nomination. 
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(Continued from Page 301) 

to a product or class of products “not 
generally available to the general pub- 
lic” prior to January 1, 1946. For this 
purpose, “a product or class of prod- 
ucts” includes articles of which the 
product or class of products is a prin- 
cipal component and articles which 
are themselves a component of such 
product or class of products. 

(3) The taxpayer’s net sales at- 
tributable to such product or class of 
products in the calendar year 1946 
must have been no more than 5% of 
such net sales in 1949. 

A corporation qualifying under the 
second alternative may have total as- 
sets in excess of twenty million dol- 
lars at the beginning of its base per- 
iod. 

In the event a calendar year!* cor- 
poration qualifies for relief either 
under the first or second alternative, 
it may compute an alternative base 
period net income on any one of the 
following bases: 


(1) Its income for the years 1948 
and 1949. 

(2) Its income for 1949. 

(3) One-half of its income for 


1949 and 40% of its 1950 income. 

In addition, there is another alter- 
native for certain corporations quali- 
fying under the second alternative 
and whose excess profits net income 
for 1949 was not more than 25% of 
their income for 1948. Such corpora- 
tions may compute their alternative 
average base period net income on 
the basis of one-half their income in 


1948 and 40 percent of their 1950 in- 
come. 


Abnormal Income for the Taxable 
Year 

Section 456 of the Act contains a 
provision similar to Section 721 of the 
World War II Act which permits ad- 
justment of the net income for the 
current taxable year. This section is 
designed to permit certain specific 
classes of abnormal income which are 
realized during a current excess prof- 
its year to be reallocated or attribut- 
ed to events that occurred or work 


which was done in other years. The 
classes of income to which adjust- 
ments can be made include: 

(1) Income arising from the pay- 
ment of a claim, award, judgment, or 
decree. 

(2) Income resulting from explor- 
ation, discovery, or prospecting which 
extended over a period of more than 
12 months. 

(3) Income from the sale of pat- 
ents, formulas, or processes developed 
over a period of more than 12 months. 

(4) Income which is included in 
the taxable year rather than another 
year by reason of a change in the tax- 
payer’s method of accounting. 

Such income is deemed to be ab- 
normal when received during the tax- 
able year to the extent that it exceeds 
115% of the average amount of in- 
come of the same class received dur- 
ing the four previous taxable years; 
and may be spread over the prior or 
future years to which it is attributa- 
ble. An example of a possible applica- 
tion of this provision occurs in the 
case of a sale of a patent developed 
over a two-year period. Under the 
regulations prescribed by the Secre- 
tary of the Treasury, such income 
can be spread over the development 
period in proportion to the direct cost 
of developing the patent, instead of 
taxing all the profit realized on the 
sale in a single excess profits year. 

Abnormal Deductions During the 

Base Period 

Sections 433 (b) (9), (10) of the 
new Act as under the prior law pro- 
vide for the restoration of certain 
designated classes of abnormal de- 
ductions taken during the base period, 
to the extent that such class of de- 
ductions exceeds 115% of the average 
of such class for the four preceding 
taxable years; providing, however, 
that the disallowed deduction exceeds 
5% of the average excess profits net 
income for the taxable years within 
the base period without the disallow- 
ance of any class. The general effect 
of this provision will be to increase 


12. Corresponding provisions are made 
for fiscal year corporations. 
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the base period net income of the 
corporation qualifying for relief to 
the extent that the excessive deduc- 
tion is restored to income, and thus 
possibly allow an increase in the 
excess profits credit, based upon in- 
come. Included as classes of deduc- 
tions to which the sections are ap- 
plicable are the payment of judg- 
ments and decrees against the tax- 
payer, intangible drilling and develop- 
ment costs for drilling of oil and gas 
wells and certain casualty losses. The 
taxpayer must further establish that 
the increase in deduction is not a 
cause or consequence of any increase 
in its gross income during the base 
period, or of a decrease in the amount 
of some other deduction in the base 
period, or a cause or a consequence of 
a change at any time in the type, 
manner of operation, size or condition 
of its business. 


Subnormal Base Period Income 


The new Act provides for relief 
which in general was covered under 
Section 722 of the World War II 
statute. Section 722 was designed to 
eliminate certain hardships by pro- 
viding certain eligible corporations 
with a constructive base period net 
income. There are three primary 
classes of situations covered: 

(1) Corporations which had suf- 
fered serious economic adversity dur- 
ing the base period. 

(2) Corporations which had made 
changes during the base period which 
increased their profits substantially. 

(3) Corporations not in existence 
during the base period and thus with- 
out base period net income. 

Under Section 722 a hypothetical 
base period earning credit had to be 
“tailor made” for individual cor- 
porations, and involved a considera- 
tion of all factors affecting the cor- 
poration’s business during its base 
period years. As a result, the de- 
termination of a claim for abnormal- 
ity was to a great extent a case of 
administrative judgment, and a great 
deal of delay and litigation resulted. 
The analagous provisions of the new 
Act are designed to apply an objec- 


tive measure for such claim abnor- 
malities, and therefore minimize the 
administrative discretion involved in 
these types of hardship cases. It is 
expected that the high level of 
corporation profits generally during 
the period 1946 through 1949, plus 
the liberality of the new excess 
profits act will greatly reduce the 
number of such hardship cases aris- 
ing as compared to the World War II 
Statute. Four of these relief Sections 
(Sections 442, 448, 444 and 446) 
apply only to corporations which were 
in existence during the entire base 
period 1946 through 1949, and not to 
corporations which were organized 
and began business during the base 
period years. 


Section 442 applies to corporations 
experiencing interruption and diminu- 
tion of production, output or opera- 
tion during the base period, and to 
depression of the business of the tax- 
payer caused by unusual and tem- 
porary economic circumstances. 

The objective relief under Section 
442 is computed by multiplying an in- 
dustry wide rate of return for the 
period of abnormality to the corpora- 
tion’s total assets as of the last day 
of the period of abnormality. If only 
one year is affected, a substitute ex- 
cess profits net income is used for 
the period involved computed by ap- 
plying the industry wide rate of 
return to its total assets. It should 
be remembered, however, that if the 
abnormality occurred in the lowest 
year of earnings, such year would 
have been automatically eliminated in 
computing the corporation’s income 
credit so that the abnormality covered 
must occur in one of the three remain- 
ing years of the base period. In the 
event the abnormality affects more 
than one year, a different formula is 
applied, and the industry wide rate 
of return is applied to the average 
amount of the corporation’s total as- 
sets on the last day of each of the 
base period years. The substitute 


average base period net income de- 
scribed above is available in all events 
only as such substitute income ex- 
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ceeds the actual average base period 
net income by 110%. The industry 
wide rates of return have been de- 
termined and proclaimed by the Sec- 
retary of the Treasury and are not 
found in the Act itself. 

The second abnormality dealt with 
in Section 443 of the Act relates to 
a change in production or service 
which occurred during the years 1947, 
1948 and 1949. In the event a corpora- 
tion qualifies, it may use a _ substi- 
tute average base period net income 
computed by applying the appropriate 
industry wide rate of return to its 
total assets for the last day of its 
last pre-excess profits year, or of the 
earliest year in which the taxpayer 
qualified for relief, whichever is later. 

To qualify under Section 443, a 
corporation must show that for any 
one of the three years following the 
change in production or service more 
than 40% of its gross income, or 
33% of its net income resulted from 
the introduction of such new products 
or services. The corporation must also 
show that it net income in any one 
taxable year in which the percentage 
of gross or net income was made was 
more than 125% of the average excess 
profits net income during the base 
period years, or years preceding the 
first change used in qualifying under 
the gross or net income test mentioned 
above. 

Section 444 covers corporations 
which have substantially increased 
their capacity during the base per- 
iod years 1947 through 1949. To quali- 
fy the taxpayer must show that an 
addition of facilities resulted in one 
of the following: 

(1) An increase of 100 percent or 
more in its productive capacity; or 

(2) An increase of 50 percent or 
more in its productive capacity and the 
adjusted basis of the taxpayer’s total 
facilities after the addition or replace- 
ment exceeds by 50 percent or more 
the adjusted basis of the taxpayer’s 
total facilities prior to such addition or 
replacement; or 

(3) The unadjusted basis of the 
taxpayer’s total facilities after such 


addition or replacement exceeded by 
100 percent or more the unadjusted 
basis of the taxpayer’s total facilities 
prior to such adjustment or replace- 
ment. 

Corporations which qualify under 
one of the three tests are entitled to 
use an average base period net in- 
come computed by applying the in- 
dustry wide rate of return to its 
total assets for the last day of its last 
pre-excess profits tax year. 

The fourth category of subnormal 
base period income relief is found in 
Section 446, which provides a substi- 
tute average base period net income 
in cases where the corporation’s in- 
dustry was depressed during the base 
period. The statute sets up depressed 
industry subgroups defined as an in- 
dustry in which the average rate of 
return on total assets during 1946 
through 1948 was less than 63% of 
its average rate of return for the 
period 1938 through 1948. Corpora- 
tions in such depressed industries are 
allowed to utilize a substitute average 
base period net income computed by 
multiplying their average total assets 
by 80% of the depressed industry’s 
rate of return during the period 1938 
to 1948. 

The fifth and last abnormality re- 
lating to abnormal base period income 
is found in Section 445 and applies to 
any corporation which began busi- 
ness during or after the base period. 
Except in the case of certain ineli- 
gible corporations any new corpora- 
tion may utilize an alternative aver- 
age base period net income. The al- 
ternative is computed by applying the 
average base period rate of return 
for the taxpayer’s industrial classifi- 
cation’? to the amount of the taxpay- 
er’s total assets when the taxpayer’s 
first, second, or third taxable year 
ends after the base period. The credit 
is determined for each of these years 
by applying the industry average base 
period rate of return to the taxpay- 


13. Section 447 Int. Rev. Code lists the 
industry classifications, and provides 
for the Treasury’s publication of the 
various base period rates of return. 
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er’s total assets for each of such 
years. If, however, the taxpayer’s first 
three taxable years ended in the base 
period, the industry rate of return is 
applied to the taxpayer’s total assets 
on the last day of the year preced- 
ing the first excess profits tax year. 
For later years, the credit is deter- 
mined on the basis of total assets at 
the close of the third year or last 
pre-excess profits tax year, whichever 
is later. 

It should be remembered that in 
the use of any of the alternative 
methods of determining base period 
net income, the constructive net in- 
come must be reduced to 85% in 
computing the_ resultant income 
credit. Also, to utilize any of the 
relief provisions of Sections 442 to 
446, inclusive, the corporation must 
make application within the period 
of limitations prescribed by Section 
447 (e). 

The statute incorporates a number 
of special methods of treatment for 
certain types of industries and classes 
of taxpayers in regard to exemptions, 
credits and other relief measures. 
Several of these special classes are 
as follows: 

(1) Foreign corporations and in- 
come from abroad. The excess profits 
credit of a foreign corporation do- 
ing business in the United States is 
85% of its average base period net 
income without regard to any capital 
additions or reductions. If this credit 
is not used, such a foreign corpora- 
tion can elect to base its credit on 
invested capital utilizing only United 
States assets and liabilities. 

(2) Domestic corporations to which 
Section 251 of the Code applies. Those 
corporations deriving a major portion 
of their income from United States 
possessions are subject to excess 
profits tax only on income derived 
from sources within the United States. 
They are afforded the same treat- 
ment as foreign corporations engaged 
in business in the United States dur- 
ing a taxable year, but not during all 
of their base period years. As under 
the World War II Act, Western Hemi- 


sphere trade corporations are exempt 
from excess profits tax. 

(3) Personal Service Corporations. 
Section 449 permits an election in 
specific situations whereby the cor- 
poration can avoid excess profits tax, 
and have the corporate income taxed 
directly to the stockholders. This sec- 
tion does not operate, however, to 
relieve the corporation of its ordinary 
normal and surtax liability. 

(4) Exempt Corporations. An ex- 
emption from excess profits tax is 
granted by Section 454 to all cor- 
porations exempt from income tax, 


as well as personal holding com- 
panies, regulated investment com- 
panies, and several other special 


classes of corporations. 


(5) Public Utilities. Section 448 
provides an alternative credit for 
regulated public utilities which, in 
effect, permits the use of a minimum 
credit equal to the sum of the cor- 
porate normal and surtax payable by 
the corporation for the taxable year, 
and 6 or 7 percent of the sum of its 
equity capital, retained earnings and 


borrowed capital, less the interest 
paid on borrowed capital. 
(6) Advertising Expense. Section 


451 permits an election to capitalize 
advertising and promotional expenses 
during the base period to the extent 
they were of a capital nature. 

(7) Installment Business and Long 
Term Contracts. Section 455 permits an 
election to re-compute income under 
the annual or percentage of comple- 
tion basis for the purpose of eliminat- 
ing pre-1950 sales from taxable in- 
come, and for re-computation of base 
period income. 

(8) Mining, Gas and Timber Op- 
erations and Natural Gas Income. Sec- 
tion 453 grants an exemption for in- 
come attributable to the mining of 
critical or strategic materials and for 
excess output of mining, timber and 
natural gas properties. 

(9) Adjustment for Inconsistencies. 


Section 452 permits adjustments to 
be made where a determination of 
the excess profits tax liability of the 
taxpayer treats an item in a manner 
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inconsistent with the treatment of 
such item in determining the income 
tax liability of the taxpayer or its 
predecessor for a prior taxable year 
ending on or before June 30, 1950. 
If the taxpayer adopts a position in- 
consistent with the prior tax treat- 
ment, and if a correction of the prior 
year’s tax liability is barred, the de- 
ficiency which would have resulted 
from the correct method of handling 
such item is added to the excess 
profits tax liability in the later year. 
If the Commissioner adopts an in- 
consistent position, the barred over- 
payment is conversely deducted from 
the excess profits liability in the later 
year. An example of the operation of 
this section is found when the tax- 
payer has charged off items of ad- 
vertising as an expense in a taxable 
year ending before June 30, 1950, and 
in an excess profits tax year elects 
to capitalize such items in an effort 
to increase its invested capital and 
average base period net income. The 
taxpayer must add to the current 
year’s excess profits tax a sum equiva- 
lent to the amount by which the pre- 
vious year’s income tax would have 
been increased, if the deduction for 


the advertising expense had not been 
taken. 


Income Credit in Case of Corporate 
Reorganizations 


Sections 461 through 465 set forth 
the complicated, but nevertheless im- 
portant, rules for the computation of 
average base period net income after 
certain reorganizations and “tax free” 
exchanges. If it is beneficial, a quali- 
fying corporation may combine its 
base period net income history with 
that of its component or transferor 
corporation. The component may be 
a partnership or a sole proprietor. 
The basic question involved in the 
application of these sections is the 
extent to which the successor or 
acquiring corporation may utilize the 
base period earning record of its com- 
ponent or transferor corporation. 

Section 461 (a) specifies the types 
of acquisitions which give rise to the 
acquiring corporation-component re- 


lationship necessary to invoke these 
sections. The types of acquisitions 
include the following: 

(1) The acquisition by a corpora- 
tion of substantially all the property 
of its component corporation, wherein 
the consideration in whole or part 
is the transfer of all the acquiring 
corporation’s stock of all classes. 

(2) The acquisition by a corpora- 
tion of substantially all the prop- 
erties of the component corporation, 
wherein the consideration consists 
solely of the acquiring corporation’s 
voting stock. 

(3) The acquisition before Decem- 
ber 1, 1950, of properties of the com- 
ponent corporation solely as paid-in 
surplus or as a contribution to capital 
in respect of voting stock owned by 
such component corporation. 

(4) The acquisition by a corpora- 
tion of substantially all the assets of 
partnership or sole proprietorship in 
a “tax free” exchange pursuant to 
Section 112 (b) (5) of the Code. 

(5) The acquisition in part, as 
distinguished from substantially all, 
of the assets of one or more corpora- 
tions or partnerships in a transaction 
to which Section 112 (b) (5) or Sec- 
tion 112 (b) (4) of the Code is ap- 
plicable. 

(6) The acquisition by a corpora- 
tion of property of the component 
corporation in a “tax free” liquida- 
tion under Section 112 (b) (6) of 
the Code. 


(7) The acquisition of property in 
a statutory merger or consolidation. 

In general, the acquiring corpora- 
tion may compute its earnings credit 
by reference to its component’s earn- 
ings history, or by adding such earn- 
ings to its own. Such consolidation 
is not mandatory, unless the acquir- 
ing corporation seeks relief under 
Sections 442 through 446, or where 
the transfer was made prior to July 
1, 1950, and the growth formula con- 
tained in Section 435 (e) is used. 

The rules governing the use of the 
growth formula and other relief pro- 
visions after a transaction giving rise 
to the acquiring corporation-compo- 
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nent relationship described in Section 
461 (a) are found in Section 462 (c) 
to (h), inclusive. 

Where a part of the transferor’s 
assets were acquired, the acquiring 
corporation may only use a part of 
the component’s earning experience 
as determined on a _ prorata basis 
under Section 462 (i). The earning 
experience of the predecessor part- 
nership or sole proprietorship must 
be first converted to a corporate basis 
as prescribed by the Commissioner’s 
regulations by applying the following 
adjustments: 

(1) <A reasonable salary deduction 
is made as to each of the partners 
or the sole proprietorship for per- 
sonal services rendered. 

(2) <A ceredit for dividends re- 
ceived is taken. 

(3) Capital gains and losses 
recomputed in accordance with 
rules for corporations. 

(4) Limitation on charitable de- 
ductions prescribed for corporations 
are applied. 

The rules for the computation of 
the invested capital credit in the 
event of a reorganization or other 
“tax free’ exchanges are found in 
Sections 470 through 472 of the Act. 

Minimizing the Tax 

A thorough analysis of the numer- 
ous and varied possibilities of mini- 
mizing the excess profits tax is be- 
yond the scope of this article. Per- 
haps it is not amiss, however, to at 
least enumerate a few of the more 
commonly suggested methods: 

(1) Use where possible multi-cor- 
porations, so as to gain the use of 
the $25,000.00 minimum credit, and 
in addition to lower the ordinary in- 
come tax to the 25% bracket." 

(2) Change the form of the busi- 
ness from that of a corporation to 
that of a sole proprietorship or part- 
nership in order to eliminate all cor- 
porate taxes. 

(3) Review all the tax returns 
filed during the base period years for 
possible erroneous deductions taken 
or the exclusion of income, with the 
view to increasing the base period 


are 
the 


income so as to increase the earnings 
credit accordingly. 

(4) Make use of borrowed capitai 
evidenced by notes or bonds, so as 
to obtain an interest deduction and 
an increase of 75% or 12% in the 
taxpayer’s excess profits credit. This 
can be done to finance accounts pay- 
able, to prepay income taxes and to 
evidence other funds borrowed for 
working capital. 

(5) Restrict the payment of divi- 
dends during the excess profits years 
if this can be done without incurring 
the risk of a Section 102 Penalty on 
unreasonable accumulations, so that 
the excess profits credit can be in- 
creased by the amount of such re- 
tained earnings. In addition, if divi- 
dends are paid, delay the payment 
beyond sixty days from the end of 
the taxable year. If they are paid 
within sixty days of the close of 
the preceding year, they are deemed 
to have been paid on the last day 
of such taxable year, and will reduce 
the amount of retained earnings as 
of the beginning of the year of pay- 
ment, and thus reduced somewhat the 
excess profits credit for the year. 

(6) Consider reviewing certain ex- 
penditure policies with regard to sal- 
aries, advertising, and sales promo- 
tion. In the event the corporation is 
in the excess profits tax bracket, such 
expenses will give an immediate de- 
duction and constitute a net cost of 
23 cents on each dollar paid. This 
would include the use of approved 
pension and profit-sharing plans. 

(7) Liquidate subsidiary corpora- 
tions where advantageous so as to 
possibly increase the invested capital 
credit of the parent corporation. 

(8) Purchase property subject to 
a mortgage, since mortgaged property 
is treated as borrowed capital and 
will therefore increase the excess 
profits credit, and give an interest 
deduction for interest, taxes, depre- 
ciation, repairs, insurance, etc. Con- 
sider the loss of credit before selling 
or otherwise disposing of such prop- 
erty. 


(See Footnotes on Page 311) 
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Mathews Appointed 
To Supreme Court 


John E. Mathews of Jacksonville 
took the oath of office as Supreme 
Court justice on October 30 in formal 
ceremonies conducted by the six other 
members of the court. Chief Justice 
Harold L. Sebring presided. 


John M. Allison of Tampa, presi- 
dent of the Florida Bar, administered 
the brief oath at the request of the 
new justice. The court robe was 
placed around Justice Mathews’ 
shoulders by his son, John E. Math- 
ews, Jr., of Jacksonville. 


Justice Mathews was appointed to 
the court to succeed Justice Alto 
Adams, who resigned. 


In a prepared statement, Justice 
Mathews said: “It is my purpose and 
intention to devote all of the energy 
and ability I possess in the perform- 
ance of the duties of this high office, 
in the hope that my service will justify 
the confidence which has been placed 
in me.” 


14. The Revenue Bill of 1951 proposes 
to raise the corporate normal tax 
rate from 25% to 30% on corporate 
income up to $25,000.00 and thereby 
making the combined normal and 
surtax on such income in excess of 
$25,000 subject to an ordinary income 
tax rate of 52%. 

15. The following are several excellent 
current articles dealing with the 
Excess Profits Act of 1950: 

Rudick, Taz Orientation Under 
EPT III, 6 Tax L. Rev. 337 (May 
1951); Vernon and Molloy, Borrowed 
Capital for Excess Profits Taz, 6 Tax 
L. Rev. 379 (May 1951); Foley, 
Analysis of 1950 Excess Profits Taz 
Law, 29 Taxes 187 (March 1951); 
Seidman, New Corporations and the 
Excess Profits Taz, 29 Taxes 1728 
(Sept. 1951); Lardman, Operating 
Under the New Excess Profits Taz 
Law, N.A.C.A. Bulletin, Vol. 32, No. 
10 P. 1226 (June 1951); Zack, Elec- 
tions, Options and Alternatives in the 
1950 Excess Profits Tax Act, 29 Taxes 
284 (April 1951); Rudick, The Con- 
troversy Over EPT, 6 Tax L. Rev. 121 
(Jan. 1951). 


Adams Resigns From 
The Supreme Court 


Supreme Court Justice Alto Adams 
of Fort Pierce resigned October 22, 
1951, and former Senator John E. 
Mathews of Jacksonville was appoint- 
ed to succeed him. 

Justice Adams was appointed to 
the Supreme Court in 1940, and later 
was elected by the people. He was a 
judge of the ninth judicial circuit at 
Fort Pierce before being elevated to 
the Supreme Court. He was chief jus- 
tice in 1949-1950. 

Justice Adams, 52 years old, is a 
native of Florida, having been born 
in Walton county. He served in the 
Navy during World War I, and re- 
ceived his law degree from the Uni- 
versity of Florida in 1921. 

In addition to his career in law, 
Justice Adams has carried on a suc- 
cessful business career in citrus 
groves and cattle ranch operation. 
His wife is the former Miss Carra 
Williams of Jackson county. 
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Law Students Get 


Florida Law Journal 
By EVANS CRARY, Jr. 
Past-President, John Marshall 
Bar Association 


Prior to the integration of the Flor- 


ida Bar pursuant to the successful 


PETITION OF FLORIDA BAR, 40 So. 
2d 902 (June 7, 1949), the members 
of John Marshall Bar Association of 
the University of Florida College of 
Law had received FLORIDA LAW 
JOURNAL at reduced rates. With in- 
tegration, this privilege was, for the 
time being, automatically removed; 
but efforts to revive it were promptly 
initiated with not only John Marshall 
Bar Association members but also all 
law students in Florida in mind. 
These efforts had two aims: first, to 
re-affiliate with the state bar organ- 
ization in, of course, a student capa- 
city; and second, to afford law stu- 
dents the opportunity of receiving 
FLORIDA LAW JOURNAL. This past 
summer, through the aid of the Flor- 
ida Bar Committees on Publication 
and on Legal Education and Admis- 
sion to the Bar, the second aim was 
approved by the Board of Governors 
of the Florida Bar. 

The plan is believed excellent. The 
students, on their part, receive the 
publication at the mere cost of print- 
ing extra copies, and are thereby en- 
abled to obtain its valuable informa- 
tion at a figure within the pocket- 
book of the average law student. The 
Florida Bar, on its part, brings home 
more effectively to law students the 
constructive work that it is doing for 
Florida, and inculecates in its future 
members a useful reading habit and 
enthusiasm for later active participa- 
tion in its vitally necessary activi- 
ties. The reduced rate is made pos- 


sible by specific advance orders for 
a certain number of copies, shipment 
in bulk to each law school, and local 
collection of subscription payments 
and distribution of copies. 

This service is now available on 
this basis to all Florida law schools, 
and the University of Florida College 
of Law, with over eighty subscrip- 
tions, is taking full advantage of it. 
We members of John Marshall Bar 
Association extend our sincere thanks 
to the Florida Bar for its generous 
action in furtherance of the fine co- 
operation that it has shown to our 
law students for many years. 


COMMITTEE 
APPOINTMENTS 


The following additional appoint- 
ments to Committees have been made 
by President Allison: 

D. Neil Ferguson, Professional 
Building, Ocala, to the Fifth Circuit 
Grievance Committee. 

John M. McCarty, 133 S. Second 
Street, Fort Pierce, to the Ninth Cir- 
cuit Grievance Committee. 

Hervey Yancey, Citizens Building, 
Tampa, to the Thirteenth Circuit 
Grievance Committee. 

Ernest Welch of Panama City, Wil- 
liam G. Akridge of Cocoa, and Allen 
B. Cleare, Jr., of Key West to the 
Committee for Legal Services to the 
Armed Forces. 
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Armstead Brown, 76, retired justice 
of the Supreme Court, died October 29 
in New York where he went with Mrs. 
Brown on a trip observing their 
golden wedding anniversary. Justice 
Brown retired from the court Dec. 1, 
1946, after 21 years of service. 

Justice Brown was a native of Geor- 
gia. He was admitted to practice law 
in Alabama at the age of 21, and was 
a judge in Montgomery from 1909 to 
1915 when he moved to Jacksonville, 
Fla., as general counsel for the Flor- 
ida East Coast Railway. Two years 
later, he resigned and entered private 
law practice at Miami as an associate 
of John P. Stokes. He was one of the 
pioneer residents of Miami Beach. 

In 1925, Governor John W. Martin 
appointed Justice Brown to the Su- 
preme Court. During his tenure on the 
bench, he was chief justice for two 
terms. 

Justice Brown’s body was returned 
to Tallahassee from New York, and 
funeral services were conducted No- 
vember 1. Members of the State and 
Federal judiciary were honorary pall- 
bearers. 


Roy E. Sappenfield, member of the 
Miami law firm of Kurtz, Reed, Sap- 
penfield & Cooper, died October 3 in 
Bloomington, Ind., where he had gone 
for a vacation. He was a native of 
Campbellsburg, Ind., coming to Flor- 
ida for law practice in 1925 after his 
graduation from Indiana University. 


Joseph A. Edmondson, who had 
practiced in Tallahassee for more 
than 50 years, died October 10. He 
was the first president of the Talla- 
hassee Bar association. 


Mrs. Frances P. Macfarlane, mother 
of Attorney Howard P. Macfarlane of 
Tampa, died October 14 in Tampa. 
She was 96. She was one of the or- 
ganizers of the Tampa Children’s 
Home. 


Fred W. Brown, 65, St. Petersburg 
Beach city judge and deputy state in- 
dustrial commissioner, died October 
15 at St. Petersburg. He was admitted 
to the bar in 1918. He practiced in 
Tampa before moving to St. Peters- 
burg five years ago. 


Leroy D. McRae, 78, retired state’s 
attorney, died in Chipley. He served 
28 years as state attorney, retiring in 
1948. He was admitted to the bar in 
1907. 


Supreme Court Library 
Needs Journal Copies 


The Supreme Court Library needs 
the following to complete its holdings 
of the Florida Law Journal. Any at- 
torney having any of the following 
numbers which he either will donate 
or sell to the Court, please advise the 
Assistant Librarian. 


Florida Law Journal 


Vols. 1-7 (Entire) 

Vol. 8 (1934) #1 (May) 

Vol. 9 (1935) #1 (Jan.), #2 (Feb.), 
#3 (Mar.), #5 (May) 

Vol. 10 (1936) #6 (June) 

Vol. 11 (1937) #3 (Mar.), #7 (July), 
#8 (Oct.), #10 (Dec.) 

Vol. 12 (1938) #1 (Jan.) 
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Tell That 


Officers of the Junior Bar section 
of the Dade County Bar Association 
represent four law colleges. President 
Ray H. Pearson is a graduate of the 
University of Miami, Vice President 
Thomas H. Barkdull, Jr., the Univer- 
sity of Florida, Secretary Francis 
Christie, Stetson University, and 
Treasurer Walter H. Beckham, Har- 
vard law school. 

Phillip D. Anderson has opened of- 
fices for general practice at 711 Har- 
vey Building, West Palm Beach. 

Courtney C. Hamilton has opened 
offices for general practice at 1137 
Main street, Sarasota. 

I. Walter Hawkins and Melvin Orf- 
inger have formed the partnership of 
Hawkins and Orfinger, with offices 
at 110 South Palmetto Avenue in 
Daytona Beach. 

The St. Petersburg Bar Association 
has opened its legal aid office at 314 
County building, and the occasion re- 
ceived generous coverage in the press. 
Persons who need legal services and 
cannot pay fees will receive the ser- 
vices through the Legal Aid Society. 


Miss Sallye E. Cooksey, secretary 
of the Florida Bar, was “covered” by 
picture and story in the Pensacola 
Journal during the Board of Gover- 
nors meeting there in October. The 
Pensacola Journal also had a front 


page picture of President John M. Al- 
lison and President-elect W. A. Mc- 
Rae, Jr. 

Stephen F. Kessler, who graduated 
magna cum laude from the University 
of Miami Law School in June, has 
opened offices at 2200 W. Flagler 
street in Miami. 

David M. Marshall, who formerly 
practiced at Stuart, now is practicing 
in Kingsport, Tenn. His address is 145 
Commerce street, Kingsport. 

William C. McLean, Jr., who gradu- 
ated from Duke University in 1949 
and received his law degree from the 
University of Florida in 1951, has be- 
come associated with his father, Wil- 
liam C. McLean, with offices at 707 
Florida Avenue, Tampa. 

Gamma Eta Gamma, legal frater- 
nity, is preparing an up-to-date direc- 
tory of members. Floridians who are 
members are urged to send notice of 
their address, chapter and present oc- 
cupation to Walter R. Brown, treas- 
urer, 702 Hubbell Building, Des 
Moines, Iowa. 

Joe S. Clark has been appointed 
chief of the legal and guardianship 
section, Chief Attorney’s office, Vet- 
erans Administration, St. Petersburg. 
He formerly served as municipal court 
judge of St. Petersburg. He is past 
department commander of the Ameri- 
can Legion in Florida. 


on us. 


When we can furnish information 
or be of service in any way, we cor- 
dially invite the Florida Bar to call 


The Barnett National Bank 


of Jacksonville 
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Sam T. Dell, Jr., of Gainesville, was 
elected president of the Bar Associa- 
tion of the Eighth Judicial Circuit at 
its annual meeting. Vice President is 
Horace G. (Jack) Bates; secretary, 
Prof. Frank E. Maloney, college of 
law, University of Florida, and treas- 
urer is W. Wade Hampton. These and 
E. Covington Johnson and William N. 
Long constitute the executive com- 
mittee. The Association is planning an 
active year, with a legal institute and 
a ladies night program among other 
education and social activities. Dr. 
Ashley Bird and Dr. Ashbell Williams, 
Jacksonville neurologists, addressed 
the October meeting on reactions of 
the human body to injuries involving 
the nervous system. 

The U. S. Senate has passed a bill 
providing for appointment of an ad- 
ditional federal district judge in 
South Florida. The Miami Daily News 
commented editorially: “The press of 
legal business on the federal court 
here is such as to demand the ser- 
vices of another judge.” 


Quintin V. Long, University of 
Florida graduate who formerly prac- 
ticed in Tallahassee, has opened law 
offices in Hallandale. 


Beverly Meade White, University of 
Miami graduate who formerly prac- 
ticed in Miami, has opened offices in 
Venice. 


James T. Vocelle, Vero Beach law- 
yer, has been selected the outstanding 
Catholic layman in the United States 
for 1951. He received the Vercellie 
medal at the national convention of 
the Holy Name Society. 


John R. Wood, Sarasota attorney, 
has received $1,243—representing $1 
a day rations credit from the United 
States government for time he spent 
as a prisoner of war. He was cap- 
tured by the Japanese on Bataan on 
April 9, 1942, and was a prisoner un- 
til September 15, 1945. 


Kenneth P. Parvin, 1951 graduate 
of the University of Florida, has op- 
ened law offices at Madeira Beach, 
in Pinellas county. 


SUCCESS 


Success as a lawyer is made 
more rapid and more certain by 
the selection of the proper work- 
ing tools. They help win cases. 


It has been our pleasure and 
privilege to supply the Bench 
and Bar of Florida with the best 
in lawbooks since the founding 
of this Company in 1882. We 
especially recommend the fol- 
lowing publications to help you 
win more cases. . . more easily: 


American Jurisprudence 
@ American Law Reports 


@ American Law Reports, 
2d Series 


@ Permanent A.L.R. Digest 
@ Remington on Bankruptcy 


Couch: Cyclopedia of 
Insurance Law 

@ U.S. Supreme Court 

Digest, Annotated 


@ U.S. Supreme Court 
Reports, L. ed. 


We shall be happy to supply further 
information about any of these pub- 
lications upon request, without obli- 
gation to you. 


The Lawyers Co-operative 
Publishing Company 
Rochester 14, New York 
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Louis Phillips, Coral Gables attor- 
ney, has been elected national vice 
commander of the Jewish War Vet- 
erans. 

Charles M. Roberts, Fort Myers at- 
torney, has been appointed judge of 
the Lee county small claims court. He 
was recommended for appointment by 
the Lee County Bar Association. 

F. A. (Banzai) Currie, West Palm 
Beach attorney, has been appointed 
judge of the Palm Beach county small 
claims court. 

Hollis Reinhart, Miami attorney, 
has been reappointed to the state 
board of control. He is a graduate of 
the University of Virginia, where he 
was captain of the football team in 
1921. 

Charles D. Stuart and Gillis E. Pow- 
ell, recent graduates of the University 
of Florida, have opened law offices in 
Crestview. 

George Edward Adams and John J. 
Lenninger have formed the partner- 
ship of Adams and Lenninger at Or- 
lando. 

Attorney Forsyth Caro has been ap- 
pointed a member of the Escambia 
County Hospital Board, succeeding 
Attorney Bert Lane, who resigned. 

John F. Cherry and G. G. Oldham, 
Jr., have organized the law partner- 
ship of Cherry and Oldham at Lees- 
burg. 

The University of Miami law school 


has added a course in medical juris- 
prudence. The instructor is Dr. Frank- 
lin J. Evans of Miami, who holds both 
law and medical degrees from New 
York University. Prof. Evans is a 
member of the Florida Bar and the 
American Bar association. 

Charles B. Cuthridge, graduate of 
the University of Miami, now is as- 
sociated with Edgar G. Hamilton in 
practice at 718 Comeau Building, West 
Palm Beach. 

Sarino R. Costanzo has opened law 
offices at 1409 Biscayne Building, 
Miami. 

Stanley S. Stein has opened law of- 
fices at 420 Lincoln Road, Miami 
Beach. 

James T. Nelson of Daytona Beach 
has been appointed judge of the Vo- 
lusia County Small Claims court. 

W. Marion Hendry of Tampa was 
re-elected national commander of the 
Coast Guard League at its recent 
New Orleans meeting. 

Justice Elwyn Thomas of the Flor- 
ida Supreme court has been appointed 
to the judicial council of the Ameri- 
can Bar Association. 

Dissolution of the law firm of Ma- 
hon and Safer has been announced at 
Jacksonville. Lacy Mahon and Lacy 
Mahon, Jr., will be partners in a new 
firm, and Moe B. Safer and Louis 
Safer will be partners in another 
firm. 


RENT A NEW CAR! 


@ properly insured car. . 


flight agent to make the reservation. 


TALLAHASSEE PHONE 2-1723 


F L sd TO TALLAHASSEE AND 


Step off the plane and into your “own’’ new Hertz auto 
at the airport. Pay only for the miles traveled and the 
time you keep the car. Enjoy carefree transportation in 
. the pleasant way to do business 
in Tallahassee. To arrange, simply phone your local Hertz 
office. Tell them to reserve your car in Tallahassee at the 
time of arrival. If no Hertz office is near you, ask the 


Municipal Airport 


PASSENGER TERMINAL 
LOCAL HERTZ PHONES LISTED IN DIRECTORY 
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News 
and 


NOTES 


From 
LAWYERS’ TITLE GUARANTY FUND 


Phone 3-6444 


P. O. Box 2671 


Orlando, Florida 


During September members issued 
guarantees to 152 owners and 55 mort- 
gagees totaling $2,133,225.84. Aggre- 
gate contributions for the month were 
$4,511.38. Expenses for the month were 
$2,438.86. Net additions to Fund assets 
were $2,075.52. 


Members Issuing 

Their First Guarantees: 
William Blakeslee, West Palm Beach 
Walter Crane, Fort Lauderdale 
Dunham & Dunham, St. Augustine 
Gordon & Jonas, Miami Beach 
Emanual Levenson, Miami 
Philip D. Medvin, Miami 


Firms Issuing Five 
or More Guarantees 
Dayton & Dayton, Dade City, 8 
Sutton & James, Fort Lauderdale, 7 
Sheppard & Woolslair, Fort Myers, 5 
Fishback, Williams & Smith, Or- 
lando, 5 


Individuals Issuing Three 
or More Guarantees 
Sam Y. Allgood, Jr., 
Richey, 4 
William J. Castagna, Clearwater, 4 
Harry E. Gaylord, Eustis, 12 
Irving F. Kalback, Miami, 6 
Hays Lewis, Jr., Marianna, 10 
Edward H. Levin, Miami, 12 


New Port 


Philip D. Medvin, Miami, 7 
George B. Mehlman, 3 

Richard M. Sauls, Hollywood, 3 
James H. Walden, Dania, 6 


Largest Guarantees Issued 

Raymond & Wilson, Daytona Beach, 
$100,000.00 

McGee & McGee, Lake Worth, $71,- 
083.34 

Dewey Crawford, Fort Pierce, $68,- 
500.00 

Kass & Fuller, Miami, $61,000.00 

Coe, Richardson and Broberg, Palm 
Beach, $52,500.00 

James H. Walden, Dania, $50,000.00 

Englander & Hoffman, Miami Beach, 
$46,300.00 

Malvin Englander, 
$45,000.00 


Miami Beach, 


Let’s Keep Moving: 

The lawyers of Florida “should be 
justly proud of the accomplishments 
they have made and we are certain that 
the other states who follow their lead 
will also gain in the betterment of our 
profession”. This is an excerpt from a 
letter received from a committee in- 
vestigating the Fund for the Bar of 
another state. For your information, 
this committee recommended to the 
executive committee of their state Bar 
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that such a program be undertaken in 
that state, and the movement is 
spreading. 

The lawyers of Florida can be proud. 
In 1948 the Fund received $14,370.31 
as additional contributions and ended 
the year with total assets of $40,216.78. 
In 1949 additional contributions were 
$18,184.33 and at the end of the year 
total assets were $45,809.80. The en- 
thusiasm began to spread and in 1950 
additional contributions totalled $39,- 
457.53 and total assets were $76,619.64 
at year’s end. 

Then came the ‘contribution to sur- 
plus’ program and as of September 30, 
1951, additional contributions for pre- 
ceding nine months were $45,615.14 
and total assets $138,789.69. 

This is wonderful progress, and is 
due solely to those who recognized the 
fact that their title practice was being 
rapidly siphoned off—to the tune of 


more than $2,500,000 annually, and who 
recognized that some sacrifice now was 
not ‘sacrifice’ at all, but was good 
investment. 

Let’s not lose sight of that fact— 
that the growth of the Fund is an in- 
vestment—not only for each individual, 
but for the entire profession. It is the 
duty of each to further the cause of the 
profession at every turn. Use the Fund! 
Aside from the monetary gain to you 
and from the assistance you render the 
profession, you will find use of Fund 
guaranties much easier than formal 
opinions and that your clients will ap- 
preciate this added service. Many out- 
standing firms and individuals make a 
practice of issuing Fund guaranties on 
every title they examine and approve— 
and have found it pays big dividends 
in ‘repeat’ business and satisfied clients 
who send their friends around. 


GENUINE ENGRAVED LETTERHEADS 
$12.00 for 1,000 (Complete Cost) 
Free Designing — Free Proof — Free Die 


Mail us your present letterhead and indicate any changes desired. Without cost or obligation your 
free proof will be mailed promptly, designed similar to your present letterhead or as you instruct us. 


MIAMI ENGRAVING COMPANY 


245 N. E. 37th Street (1 Block West of Biscayne Blvd.) Miami, Fla. 


WE BUY 


209 North Third 
H. D. BENEDICT, President 


LAW BOOKS — THOMAS LAW BOOK COMPANY 


PUBLISHERS — DEALERS — IMPORTERS 
WE SELL .. 
Telephone Main 2236 


W. W. MATTHEWS, Secretary 
LET US KNOW YOUR WANTS 


IN BUSINESS SIXTY-FIVE YEARS 
WE EXCHANGE 


St. Louis 2, Missouri 
H. H. BOLLENBACH, Vice-President 


EXPERT EXAMINER OF QUESTIONED DOCUMENTS 
HERMAN V. BENNETT was trained by the Federal Government with over 30 years ex- 
perience. He has an International Reputation as Handwriting Expert. Qualified to testify 
in all Federal and State Courts and also the Latin Americas. Consultation by appoint- 
ment. Complete Scientific Photographic Laboratory for Infra-Red and Ultra-Violet Ray 


Examination of Questioned Documents. 
SUITE 907, OLYMPIA BLDG. 


MIAMI 32, FLA. 


PHONE 3-2050 


WE INVITE YOUR 
CONSIDERATION FOR 
INVESTMENTS FOR 
YOUR CLIENTS 


Individual Accounts 
Joint Accounts 
Trust Accounts 
Corporation 


INVESTMENTS INSURED 


by 


FEDERAL SAVINGS & LOANS INSURANCE 
CORPORATION 


TALLAHASSEE FEDERAL 
Savings and Loan Association 


115 East Park Avenue Tallahassee, Florida 
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A MUST FOR YOUR LIBRARY... 


FLORIDA LAW 
of the 
FAMILY, MARRIAGE & DIVORCE 


by 


JAMES M. CARSON 
(of the Miami Bar) 


DISTINCTIVE FEATURES 


MARRIAGE: 


Chapters on formal, common law, clandestine, proxy 
and other forms of marriage. A discussion of the valid- 
ity of marriages contracted in other states or coun- 
tries; void and voidable marriages. 


Rights of husband and wife. 
Property rights of married women; separation agree- 
ments; annulment. 
Alimony. 

CHILDREN: 
The rights of minors. Custody and maintenance of 
children. 

DIVORCE: 


Grounds for divorce; jurisdiction and venue. Proof of 
residence or domicile. 


Practice and Procedure in divorce cases. 
Legal and religious doctrines. 
Forms. 


ONE LARGE VOLUME 
Fabrikoid Binding, $25.00 


Send Order to— 
THE HARRISON COMPANY 
Law Book Publishers 
Pryor and Hunter Streets Box 4214 Atlanta 2, Ga. 


HARRISON SERVICE SAVES TIME @ PROTECTS CLIENTS 
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